DEPARTMENT OF DEFENSE APPROPRIATIONS FOR 1953 


MONDAY, FEBRUARY 11, 1952 


Unrrep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The subcommittee met at 10:30 a. m. pursuant to call in room 
F-82, the Capitol, Hon. Joseph C. O’Mahoney (chairman of the sub- 
committee ) residing. 

Present: Senators O’Mahoney, Maybank, McClellan, and Young. 

Also present: Senators McKellar (chairman of the full committee) 
and Cordon. 


DEPARTMENT OF DEFENSE 
MosrnizatTiIon oF Derense Program 


STATEMENTS OF HON. ROBERT A. LOVETT, SECRETARY OF DE- 
FENSE; HON. W. J. McNEIL, ASSISTANT SECRETARY OF DEFENSE; 
HON. FRANK PACE, JR., SECRETARY OF THE ARMY; HON. KARL 
R. BENDETSEN, ASSISTANT SECRETARY OF THE ARMY; HON. 
THOMAS K. FINLETTER, SECRETARY OF THE AIR FORCE; AND 
HON. JOHN F. FLOBERG, ASSISTANT SECRETARY OF THE NAVY 
FOR AIR 


PREPARATION OF DEFENSE BUDGET 


Senator O’Manoney. The committee will come to order. 

Perhaps it will be well for the Chair to say at the outset I called 
this meeting in order to complete the public sessions which were held 
a few days ago, which were designed to make a record to show pre- 
cisely how the budget has been prepared and how the Defense De- 
partment has made its selection of the general categories which go 
into the budget. 

It was announced by the Chair that we were not intending at this 
time to go into the details of particular appropriations because the 
committee has not had an opportunity to examine the justifications 
which have been sent up. 

Fundamentally the problem before the Congress and the country 
is one of deciding whether a deficit is essential, and if a deficit is not 
— where Government expenditures can be cut in order to avoid 
a deficit. 

I do not mind saying that so far as I am personally concerned I am 
convinced that this Congress is not going to increase the tax burden 
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of the public. It is just out of the picture at this time. The result 
of that is that it will be necessary for the Government to do the best 
it can with the anticipated revenues. 

During the hearings of the Joint Committee on the Economic Re- 
port, Mr. Wilson, head of the Defense Mobilization Agency, was 
testifying and in response to a question asked by Congressman Herter, 
of Massachusetts, one of the House Members of the joint committee, 
he indicated that in his opinion the end goals which had been set up 
for defense were of such importance that they ought to be achieved 
even at the cost of the deficit. I made the question very specific then 
and asked him if it was clear that to achieve these end goals on which 
the budget had been based it would be necessary to incur a deficit, 
which would he choose, to sacrifice some of the goals or sacrifice the 
deficit? He said he would choose the goals. 

Now the statement of Secretary Lovett when he appeared here the 
first day showed that the various arms of the Defense Establishment 
in preparation for the budget requested a total of $71 billion. The 
statement did not show that $71 billion was made up. 


REDUCTIONS IN INITIAL BUDGET REQUESTS 


The requests were then analyzed by the Defense Establishment, as 
1 understand it, in cooperation with the Bureau of the Budget. The 
staff members of the Bureau were sitting with the Department of 
Defense in preparing the budget to be submitted to the President. 
As a result of that preliminary study, $16 billion was cut from the 
requests submitted by the various branches of the armed services. 
That cut, in other words, was made by the Department of Defense 
in conjunction with the Bureau of the Budget staff members who 
were cooperating. $55 billion was submitted to the President for 
his judgment. Asa result, there was an additional reduction of prac- 
tically $3 billion. In other words, it was cut from the $55 billion 
allowed by the Department to $52 billion sent to the Congress. 

Now a question then arises, what was the precise type of the reduc- 
tion and what factors entered into the judgment of the Department 
of Defense in cutting the estimates that were originally proposed ¢ 
The budget which came to us shows, for example, that the estimate 
for the Air Force for 1953 for new obligational authority amounts to 
$20.7 billion as compared with $22.1 billion for 1952. The Army has 
$14.2 billion for 1953. 

Secretary Pace. Those are just proposed. The Army has $14.2 
billion for 1953. 

Senator O’Manoney. That is right. The Army has $14.2 billion 
as compared with what? 

Secretary Loverr. $20.7 billion for Air and $13.2 billion for Navy. 

Senator O’Manoney. I was comparing it with 1952. 

Secretary Loverr. $14.2 billion as compared to $20.8 for the Army. 
The Navy is $13.2 billion as compared to $16 billion, and for the Air. 
$20.7 billion as compared to $22 billion. 

Chairman McKetiar. Could IT have those figures again, please ? 

Senator O’Manoney. Let us put them down the way they now ap- 
pear to be. The Air Force for 1952 was $22 billion; for 1953 it is 
$20.7 billion. 

The Army for 1952 was $20.8 billion and is now $14.2 billion. 
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* The Navy for 1952 was $16 billion; it is now $13.2 bilhon. 
; The aircraft program, as I understand it, in 1952 was $4.6 billion— 
a that is part of the $16 billion—and for 1953 it is $4.3 billion. 
a Secretary Loverr. Just a moment, Mr. Chairman. You say that 
‘ was Air Force? 
Senator O’Manonry. Navy, just the: aircraft program. It is broken 
p down that way; $4.6 billion in 1952, $4.3 billion in 1953. 
a Is that right, Mr. Floberg ¢ 
“ Secretary Loverr. We have aircraft procurement in 1952 of $3.8 
h billion and in 1953, $3.3 billion. 
t Mr. Fuoperc. That is procurement. I suspect you were speaking 
“4 of operations and maintenance, too? 
Senator O’Manoney. The whole thing. 
3 Mr. Frorerc. Ido not have that. : 
it Senator O’Manoney. I will strike reference to the aircraft until 
vi we get the agreed-upon figures. But in any event the figures for the 
. three defense services are agreed upon, are they not? 
4 Secretary Loverr. Yes, sir. 
FACTORS IN INITIAL BUDGET REDUCTION 

c Senator O’Manonry. Now, Mr. Secretary, would you be good 
f enough to tell us what factors entered into the judgment of the De- 
, So of Defense in preparation of the budget by which the $16 
. illion reduction was made ¢ 
Secretary Loverr. First, Mr. Chairman, for the record I think that 
: the figures as described by the chairman are basically correct but need 
i to be “explained in order to get a full under standing. 
The $71 billion which came in initially represented the total of the 
: requests from the three services. It was not a screened figure with the 
; complete approval of the service Secretaries. I think that is point 1. 
, Point 2 is that the process of screening, presenting justification, and 

attempting to exercise judgment in the preparation of a firm budget 
' for submission to the Bureau of the Budget, the President and the 
; Congress took a considerable period of time. The Secretaries of the 
: three military departments joined with the Office of the Secretary of 
. Defense in trying to bring this budget into firm shape and squeeze out 
. the water. he 

Senator O’Manoney. Do I understand that the original request 

. came from the budget-making group without having the specific ap- 






prov al of the three Secretaries / 
Secretary Loverr. Without having the final approval of the Secre- 
taries; yes, sir. It is a colledtion of estimates which then come up in 
a form which permit the three services to make justifications before 
the hearings conducted by the Office of the Secretary of Defense with 
the staff of the Bureau of the Budget sitting in. 
Chairman McKetiar. How mue h did you have 4 
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Secretary Loverr. The original estimate was $71 billion. The final 
budget as ‘submitted by the Secretary of Defense to the Bureau of 
the budget was $55 billion. 

The process, Mr. Chairman, is an interesting one. It was established 
18 months ago. 
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Senator O’Manoney. You were Under Secretary at the time? 

Secretary Loverr. I was Deputy Secretary of Defense when this 
new approach was established. We tried to have the military depart- 
ments exercise their basic national responsibility which was to deter- 
mine the requirements for the defense of this country and the per- 
formance of the roles and missions assigned by agreement between 
the Secretary of Defense and the Joint Chiefs of Staff. 

After the development of the estimates of the military forces re- 
quired to do the job, we put a price tag on those forces. For example, 
if you must have a fleet of 1,160-odd vessels in the Navy, of which 
408 are to be major combatant type, what is the cost? at is the 
cost 100 percent manned? What is the cost 80 percent manned? 
And what is the cost 70 percent manned? The same would apply 
in the Army. If you need 18 divisions plus adequate supporting 
units, the query is: would the national interest properly be protected 
by having all divisions overseas at 100-percent strength with divi- 
sions in the zone of the interior, for instance, at 80-percent strength ? 
The Air Force has a similar problem. 

We try to determine what the military requirements are and then 
a final budget is developed. 

Senator Youne. In what categories were the major reductions 
made? 

Secretary Loverr. They ran through the general eight categories of 
the budget, Senator Young. The majority of them came, of cou 
in the heavy-cost areas, which are military personnel, operation anc 
maintenance, and major procurement, including tanks and aircraft. 

I think that will come out as we get into the details. 

Senator Youne. Was there a reduction made in the amount of 
contemplated claims on tanks and guns? 


AIRCRAFT PRODUCTION 


Secretary Loverr. Reductions were made in the number of aircraft 
to be produced within this limit of time, not in the number needed to 
completely modernize 143 groups. 

Senator Youna. This budget, then, reflects your planned reduced 
program for aircraft construction in the future? 

Secretary Loverr. The budget as submitted to the Congress does 
reflect that, but the chairman is asking me, first, how we got it down 
to the $55 billion. That $55 billion did not carry the stretch-out to 
the Same extent that the $52 billion does. I will come to that as we 
go on. 

SCREENING OF DEFENSE BUDGET 


Chairman McKetuar. You mentioned that $3 billion was taken off 
the $55 billion; that would leave $52 billion you are now asking for. 
Secretary Loverr. That is correct, but that was taken off for an- 
other reason, Mr. Chairman, which I shall try to bring out in sequence. 

Chairman McKetwar. Go ahead. 

Secretary Loverr. The three service Secretaries with their chiefs 
of staff and budget officers met day after day as we applied the tests 
of necessity and looked for the most accurate judgment that we could 
bring to bear on the question as to how much money would actually 
have to be obligated to keep the production lines going and how much 
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would actually be spent, because it is the spending, or the “expendi- 
tures” technically, that involves the direct impact on the economy and 
tax situation. 

After that budget went in—and I must say for the record I thought 
it was a good one—the Bureau of the Budget came back with a sug- 
gestion of sharp cuts. Those initial cuts, in the opinion of the three 
Secretaries of the military departments and myself *and my immedi- 
ate staff, were excessive in that they not only stretched out production 
but also would have caused lapses in the production lines, thereby 
jeopardizing the general mobilization system which is to build a base 
und keep our lines going. 

I think that the services exercised restraint in difficult circumstances 
by accepting a degree of risk on the date of readiness which, in my 
personal opinion, is as far as we should go at this time, in view of 
the world situation. 

Senator O’Manonry. Now is that readiness, Mr. Secretary, in 
terms of production facilities the base, in other words, as you used it, 
or is it in terms of end items? Or is it in terms of daily military force 
which must be maintained ? 

Secretary Loverr. I am not sure that I can make a responsive an- 
swer to that, Mr. Chairman. I think I know what is in your mind. 
I will try to ‘explain it. 

Any military budget deals with two major factors. One is the 
amount of personnel and materials that you need, that is, the size 
of the forces and their manning rates. Secondly, there is the period of 
time during which you expect to reach that or by which you must 
reach it. In other words, it is one thing to have a requirement, we will 

say, for 1,000 aircraft within a year and quite another thing to try to 
get that 1. ,000 aircraft within 6 months. 

As you compress the time, you magnify the amount of raw material 
taken out of the economy and of course the rate of increase in hiring 
for defense production and the impact on the civilian economy as a 
whole. 

Coming back to the $55 billion figure, as we indicated in the public 
hearings, as part of the study this year, for the first time, we ran into 
a shortage of basic materials. We did not have that last year. That 
is, if the military programs were to be met within the compressed 
period of time for a given date in the future, we would have to take in 
certain instances all of a given scarce alloy, or a very large amount 
of it; furthermore, in the Majority of cases we would have gone into 
the civilian economy for a larger percentage of aluminum, copper, or 
nickel, which would force a number of manufacturers below their 
break-even point and therefore force them to close. 

The query was, not for our decision but for the decision of the Gov- 
ernment as a whole, whether we should cause such an impact on the 
economy if our purpose was to continue a state of readiness over a 
long period of time. Naturally, we would very much prefer to have 
the full strength of the Air Force and the Army and the Navy, par- 
ticularly the ‘Navy Air, ready for combat and fully modernized as 
soon as possible. “But if in the process of getting that we should en- 
danger the national economy and lose the public support and support 
of Congress, then it is a subject that has to be taken under considera- 
tion by the Office of Defense Mobilization, by the Bureau of the 
Budget, and by the President in addition to the Department of De- 
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fense which deals mainly with military requirements which are but 
one segment of the total of National Government costs. 

When the cut was applied below $55 billion, that hit the three serv- 
ices hard because it could only be attained by stretching out the 
period of months over which the long lead time end items would be 
delivered. It therefore required a control at the expenditure level 
which took into account both what might reasonably be expected in 
the way of expenditures and what reasonably might be gotten in the 
way of raw mataerials. ; 

It was an application of those various factors, Mr. Chairman, that 
brought the budget down to $52 billion. 

Senator O’Manoney. That was a stretch out of deliveries and not a 
stretch out of construction of the basic plans / 

Secretary Loverr. That is correct, sir. 


EXTENDED MOBILIZATION PROGRAM 


Senator O’Manonry. The question therefore arises, Does the Budget 
for 1953 as presented to the committee now provide adequately for 
the completion of the production lines to meet the goals which were 
described to us last year and which in fact have been repeated this 
year, namely, that the Defense Department is aiming at a production 
machine which will be capable of delivering at vastly increased ve- 
locity the modern weapons which are capable of being built if an all- 
out emergency arises, but in the meantime deliveries will be kept at 
a much lower level? 

Secretary Loverr. That will not be true in all cases, Mr. Chairman. 
There will be the reorientation of plans for the increase of certain 
types of production. For example, I think there is an old type of 
aircraft which was to be built in Chicago which under the stretch-out 
plan we find now will become unnecessary because a new and better 
type of aircraft will be in being within this period of time. 

Senator YounG. Will the cost per unit be increased because the 
period of production will be stretched out ? 

Secretary Loverr. Yes, Senator Young. Not in proportion but 
there could be an increase. However, leveling out production may 
produce economies in some areas. 

If I may go on with that point, I think the clearest way to under- 
stand what has happened is to assume that we have two plants pro- 
ducing a given type of end item, Let us say that under the $55 
billion budget each of those two plants could reach a peak of 500 
items a month by July 1, 1953. The effect of the stretch-out is to 
cut those two plants down, we will say, to 250 a month each by that 
veriod of time. Actually it is not in that ratio. Actually the ratio 
in aircraft, as I recall it, is slightly over 20 percent in stretch out. 
So the easiest way then to see the thing, and it is a vastly compli- 
cated problem, is to assume that you get 100 items a month out. of 
the production program. The effect of this stretch-out is to reduce 
that to 80 items, but the 80 come out of the same facilities which can 
produce 100 and in the event of war these facilities, with added shifts, 
could produce 200 or more items per month. 

Senator McCieitian. Does that apply to aircraft alone or does 
that apply to many other things? 

Secretary Loverr, That rata to many other things. 
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Senator McCrevtan. There has been something recently in the 
newspaper about the aircraft program being cut down. You are 
saying it may not apply to the aircraft item alone but it does apply 
to many others? 

Secretary Loverr. Generally; yes, sir. 

Senator McCie ian. I think we are interested in that particular 
figure regarding airplanes because we all realize that that is such 
a vital and important weapon, that it takes time to produce them, and 
we need to have an adequate force on hand. 

Secretary Loverr. The Secretary of the Air Force is here at your 
disposal and we will deal with that later. 

Senator McCie..an. I just wanted to get a general picture of it. 

Secretary Loverr. I would not want, Mr. Chairman, to have this 
committee feel that the military departments or the Office of the 
Secretary are comfortable with this stretch-out. We would feel 
easier in our minds if we were getting this equipment earlier, just 
as a man with a $10,0000 income would be far easier in his mind if 
he had $15,000. 


NORTH ATLANTIC TREATY ALLOCATIONS 


Senator YounG. I should like to ask this question: You may want 
to answer it off the record. We are furnishing a sizable amount of 
planes to the NATO countries, now, are we not ? 

Secretary Loverr. Yes; a moderate amount at present. 

Senator Younc. And that at a time when apparently, according to 
the press stories, the Communists have us outnumbered about two to 
one in Korea. I was wondering whether the European countries will 
receive a high percentage of the planes that we plan to produce in 
the next year or two. 

Secretary Loverr. No, sir. They will receive only that proportion 
which we allocated to them based on recommendations made by the 
standing group of the NATO Military Committee. 


MILITARY PERSONNEL STRENGTH 


Senator OManoney. In order to draw the whole picture as it was 
described to us by Secretary Lovett on the first day of the testimony, 
let me repeat the figures which he geve us. 

He told us that at the end of June 1950 we had an armed strength 
of 1,450,000 men, which by January 1, 1952, had been increased to 
3,900,000 men. Now this man power was divided among the three 
forces in the following manner: for the Army, June ?0, 1950, 590,000 
men; January 1, 1952, 1,560,000 men. For the Nav, June 30 1950, 
380,000 men plus 74,000 men in the Marine Corps; January 1, 1952 
780,000 men plus 219,000 in the Marine Corps. June 30, 1950, the 
Navy had 238 vessels. On January 1, 1952, it had 400 combatant ves- 
sels. The Air Force, in June 1950, had 411,000 men and 48 wings. 
By January 1, 1952, the Air Force had 900,000 men and approximately 
90 wings. , 

Mer gai ik 

Now the budget which has come up to us contemplates, as it is 
stated in the printed document, an over-all strength of 3,700,000 men 
for the fiscal 1953. That means an increase of only 200,000 men over 
fiscal 1952 end strength, To what extent that is being met by the 
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call of two National Guard units in January and maybe in February, 
I do not know. That was not testified to. But this represents an 
expansion of the Army, the Navy, and the Air Force. 

Secretary Finletter, testifying on that first day, said this: 

Under the $20.7 billion appropriation the Air Force would move from its 
presently authorized 80 combat wings, 15 troop carrier groups, and support units 
toward a force of 126 combat wings, 17 troop carrier groups, and support units. 

The question, Mr. Secretary, is to what extent any of these com- 
ponents, the Army, the Navy, or the Air Force, was cut back below the 
requests of the various services when you reduced the requested amount 
of $71 billion to the $55 billion that you sent to the Bureau of the Bud- 
get and the President? 

Secretary Loverr. There was virtually no cut in personnel end 
strength, Mr. Chairman. I think the three military departments have 
really done an unusually competent job on their personnel—notably 
over the last year. The Army has 1,561,000 men. At the end of 
June it is estimated they will have 1,558,000. By the end of June 1953 
that will be approximately 1,550,000. 

Secretary O’Manoney. But the testimony the other day was that 
on the Ist of January 1952 the Army had 1,570,000. 

Secretary Loverr. Those were preliminary estimates. 

Senator O’Manoney. So that is being cut down? 

Secretary Loverr. That is partly caused by the rotation system. 
You see, there is a bulge in it and then it levels off. 

Out of that same military strength for 18 divisions and 18 regi- 
mental combat teams, by acts of economy they are getting 20 divisions 
instead of the 18, and a corresponding increase in the effectiveness 
of the combat forces. 


The Air Force, to take another example, started out initially on. 


the 143-wing program, as I recall it, with requests—and I empha- 
size the word “requests” as to what is deaited so that you can see 
that the screening process brings out later a comparison between 
what is desired and what is necessary, what is actually necessary— 
started out, as I recall it, with a figure as high as 1,900,000 within 
the Air Force itself. That figure came down through stages first 
to 1,700,000 and then to the final 1,220,000. That is just the Air 
Force. 

That application of economy was within the Air Force itself just as 
the Army’s action was within the Army itself. 

The Navy’s original estimates were up something over 862,000. 
That came down to 835,000. 

Therefore, to keep the record straight, I think we must take into 
account that the management of each department took the direct 
responsibility of compressing its requirements to what was necessary 
and not merely what was desired. 

Senator O’Mauonry. Necessary to what? 

Secretary Loverr. Necessary to perform the missions assigned to 
them. 

Senator O’Manonry. That means that if the total strength of 3,700,- 
000 is provided for in this budget and only that, that the missions 
are not to be expanded during 1953 under this money ¢ 

Secretary Loverr. 'That is correct, sir. 

Senator O’Manoney. If the missions were to be expanded, you 
would have to ask for more money? 
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Secretary Loverr. That is right, Mr. Chairman; much more. 

Senator O’Manonry. Now it would clearly oe from this that 
so far as the Army is concerned there are no plans in this budget 
for any expansion of the land Army. eee 

Secretary Loverr. That is right, sir. There is a training base and 
facilities which will permit mobilization rapidly but the troops in 
being are not in quantity to take on a vastly enlarged combat mission. 

(Discussion off the record.) se 

Chairman MeKeuiar. Mr. Secretary, you reduced the $55 billion 
budget by $3 billion. How was that $3 billion made up? What por- 
tion came from the Army, what portion came from the Navy, and 
what portion came from the Air Force? a : 

Secretary Loverr. The Army initially was $15.5 billion and it be- 
came $14.2 billion. The Navy was $14.5 billion and it became $13.2 
billion. The Air Force was $21.4 billion and it became $20.7 billion. 

Senator O’M \nonry. Those are the reductions that were made after 
the $55 billion budget was sent to the White House ? 

Secretary Loverr. Yes, sir, by the White House. 


BREAKDOWN OF INITIAL BUDGET REDUCTIONS 


Senator O’Manonry. I was about to discuss, the comparative reduc- 
tions which were made in the three services when the Defense Depart- 
ment cut from $71 billion to $55 billion or $16 billion. How much of 
that was Army, Navy, and Air Force ? 

Secretary Loverr. In fiscal year 1953 the Army’s initial figure was 
$20.5 billion which became $14.2 billion. The Navy was originally 
$17.7 billion and it became $13.2 billion. The Air Force was origi- 
nally $27 billion and it became $20.7 billion. 

That was without the $3.5 billion of public works and pay increase. 

Your request was how we got the $71 billion down to $55 billion, not 
to the $52 billion ¢ 

Senator O’Manoney. That is right. 

Secretary Loverr. Then I gave you the wrong figures. The Army 
was $20.5 billion and it came down to $15.5 billion. The Navy was 
$17.7 billion and it came to $14.5 billion. The Air Force was $27 bil- 
lion and it came down to $21.4 billion. Those are all without public 
works or the provision for a military pay increase. 

Senator O’Manonry. Now are the public works included in the 
budget or have you had obligational authority sufficient to pass ? 

Secretary Loverr. It was included in the $55 billion figure. It is in 
the $52 billion budget as a one-line figure of $3.5 billion. 

Senator O’Manoney. Then I do not quite understand your state- 
ment, all without regard to pay increase. 

Secretary Loverr. The initial service requests I have just stated did 
not make provision for the pay increase. 

Senator O’Manoney. That is, the initial request for $71 billion did 
not include the pay increase ? 

Secretary Loverr. That is right. 

The $52 billion budget recommended by the President to the Con- 
gress does have the $3.5 billion figure for public works and pay 
increase in it and requires authorizing legislation. The basic figures 
before you are exclusive of that and are approximately 48.6 billion. 

Senator O’Manoney. That means that the $52 billion submitted to 
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the Congress, because it includes an estimate for pay increase and for 
public w orks, necessarily reflects a greater decrease of the fundamen- 
tal military items which were contained in the request than repre- 
sented by the $3 billion cut? 

Secretary Loverr. My recollection is that the $55 billion also had 
a one-line public works item in it of $3.5 billion. 


PUBLIC WORKS OUTSIDE CONTINENTAL UNITED STATES 


Chairman McKeiar. I want to ask the Secretary what kind of pub- 
lic works the Army, Navy, and Air Force are doing in foreign coun- 
tries. 

Secretary Pace. You see, our budget is not yet set. 

Chairman McKexiar. What kind of public works did you construct 
Jast year and what kind will you construct this year? 

Secretary Loverr. I will ask the Army to start and then we will 
move to Air. 

Mr. Benpersen. At the preesnt time we have in the Army under 
way a construction program which was based on authorization and 
appropriations from prior years, including fiscal 1952, in Alaska, in 
Okinaw, and also in Japan. We have also under way certain con- 
struction authorized for Western Europe. 

Chairman McKeiiar. What is the nature of this construction in 
Alaska, for instance ¢ 

Mr. Benpersen. In Alaska the major nature of the construction 
falls into two parts. First, there is the troop housing and in addi- 
{ion we are constructing certain works and fortifications for our 
troops in operation. 

Chairman McKetiar. What is the nature of that? 

Mr. Benpetsen. Gun emplacements. There are ammunition storage 
facilities. We are constructing warehouses, certain improvements to 
the port facilities for the handling of such military supplies. 

Senator McKetiar. What is the nature of the improvements? 

Mr. Benpersen. For ammunition handling and loading I think 
there are some small improvements at Port Whittier. 

Chairman McKeuxiar. What are we doing at Okinawa? 

Mr. Benpersen. Our construction on Okinawa is of the same general 
character. It includes troop housing and a base depot. We have had a 
construction program which has included there also a hospital. There 
is also housing on Okinawa for the families, that is, the officers and 
enlisted men of the first three grades and their families. 

Chairman McKetiar. What about Japan ? 

Mr. Benversen. In Japan the same general type of construction as 
to troop housing and military work has been included. We have not 
built any family houses. 

Chairman McKetiar. And Germany ? 

Mr. Benpversen. There we are also constructing certain troop works. 
When the troops went into Germany they went in on an occupational] 
status and it has been necessary to make certain rearrangements, for 
example, depot facilities. 

Chairman McKetiar. Could you give us the amount that you spent 
last year in those four places that you named, Alaska, Okinawa, Japan, 
and Germany? 
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Mr. Benversen. If I may, Senator McKellar, I would like to pro- 
vide that information for the committee. 

Chairman McKettar. That is all right. 

Mr. BenvetsEn. I have the total but not the breakdown. 
(The information requested was furnished to the Committee. ) 


MILITARY PUBLIC WORKS BUDGET 


Secretary Lov err. Mr. Chairman, may I interrupt a moment ? 
The comparison which we gave before, because of the diversity of 
questions, may not be adequately clear in the record. I should like to 
make that as clear as possible. 

Senator Maybank. Is that confidential, sir? 

Secretary Loverr. It was, but there is no reason now why it should 
not be in there. 

With respect to the initial service request of $71 billion, that is to be 
compared with $55 billion which we recommended to the Bureau of 
the Budget and in turn compared with the $52 billion of the total 
military “budget for 1953. 

Senator Maynanx. Would you have to add the $3.5 billion public 
works ¢ 

Secretary Loverr. No, sir. Iam going to deduct it now, to make the 
basis comparable to what you are presently considering. 

From the $71 billion we deduct $5 billion which produces $66 billion, 
excluding public works. 

Senator Corpon. $5 billion is the deduction that does not include 
public works ? 

Secretary Loverr. Yes, sir; the figure without the $5 billion is ex- 
clusive of public works. It is $71 billion with public works, $66 bil- 
lion without. It is $55 billion with public mati s, as submitted, and 
approximately $52 billion without. The budget which you are con- 
sidering is $52 billion with public works, which will later be submitted, 
and $48.6 billion without. 

Chairman McKetiar. What is that last ¢ 

Secretary Loverr. $48.6 billion without public works and without 
the military pay increase which is now being considered by the Con- 
gress. 

You will recall that the budget as presented provided a total of $3.5 
billion of which $2.5 billion was allocated to public works and $1 
billion was set aside for military pay in the event that the cost of 
living bill for the military forces was approved by the Congress. 

Senator O’Manonry. Now, Mr. Secretary, if I understand the or ig- 
inal statement, the armed services, respectively, asked the following 
sums : 

Army, $20.5 billion; Navy, $17.7 billion; and Air Force, $27 billion. 
Secretary Loverr. That is right, sir. 

Senator O’Manonry. Now, you add those together and the total 
$65 billion. 

Secretary Loverr. That is right. 

Senator O’Manonry. Therefore, there is no public works in there. 
Secret tary Loverr. There is no public works in that breakdown. 
Senator O’Manoney. Was there any pay increase in that? 
Secretary Loverr. No, sir, 
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Senator O’Manonry. Now you take the $71 billion and deduct 
the $5 billion of public works as you have just said, the balance is 
$66 billion. 

Secretary Loverr. That is right. 

Senator O’Manoney. That, of course, must have included the $1 
billion which in some way or another was cut out of the original 
request ? 

Secretary Loverr. No, sir; that is the result of the fractions that 
follow the decimal point. 

Senator O’Manoney. All right, sir, that is very clear. 

Now then, the total that was submitted to the President in the $55 
billion budget is made up, as I understand, of $15.5 billion for the 
Army, $14.5 billion for the Navy, and $21.4 billion for the Air Force. 

Secretary Loverr. That was our request to the Bureau of the Budget. 

Senator O’Manonry. That does make a total of $51.3 billion. 

Secretary Loverr. And we add to that the $3.5 billion and you get 
the $55 billion which we asked for. 

Senator O’Manonry. I think that clears up the table. 


CRITICAL MATERIALS 


Senator Mayspank. Mr. Secretary, is there—I will not say “hoard- 
ing”—any surplus critical material being held up that cannot be used 
in the next 6 to 8 months by the armed services ¢ 

Senator O’Manonry. The chairman of the Committee on Banking 
and Currency, which has charge of the defense production bill, now 
swings into action. 

Secretary Loverr. Senator Maybank, as far I know there is no 
hoarding of those materials. In fact, the Air Force has released, as 


a result of the stretch-out, one of our serious shortage items, which: 


isaluminum. That has enabled the automobile industry to carry on. 

Senator Mayank. I am glad the armed services are not throwing 
away that which they cannot use. I want you to get all that you 
can use. 

Secretary Loverr. As far as I know, Senator Maybank, there is 
none. 

The Navy Air program and the Air Force program, as a result of 
the stretch-out will release aluminum to the civilian economy, under 
the allocation and controlled materials plan. 

I think, to try to answer your question, Senator Maybank, that we 
find that there is a discrepancy between the number of certificates 
issued to the military and the number of certificates issued to civilian 
businesses and the total of certificates outstanding. I believe it lies 
partly in the work-in process. 

Senator Maynank. A lot of people have certificates but cannot get 
the material. 

Secretary Loverr. Yes, sir. You have steel that goes into, we will 
say, an aircraft engine, perhaps 24 months before the part that that 
steel develops actually is put into the engine assembly. In the interim 
there is obviously, a float just as there is in bank clearings. 

Senator Maypank. It is blocked up. 

Secretary Loverr. It looks that way. 
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Chairman McKetzar. Daily we get telegrams and telephone calls 
about it. I had two telephone calls Saturday about it, one from an 
oa. asylum that needs steel very badly, and one from a large 
mill. They both need this very, very badly. Is there much of that 
held that way ? 

Secretary Loverr. I have no way of knowing that, Senator. That 
would be in Mr. Wilson’s office. It is my impression that there has 
been a structural steel shortage, as a result of the compression of the 
programs in time, even though steel production in total has gone up 
some 8,000,000 ingot tons this past year, but, the fabricating shops 
have not been adequate to meet the increase in structural steel demands 
as a result of the pressure put in on the programs. 

The awful part about this, Senator McKellar, is that every time we 
get a shortage in machine tools or structural steel, you have to cure it 
by getting machine tools or structural steel. In other words, it takes 
machine tools to make machine tools and it takes structural steel to 
make more structural steel. That, I think, is part of the problem, sir. 


MILITARY PUBLIC WORKS 


Senator MeCiettan. Mr. Chairman, may | clear up something with 
regard to public works, which you say is included now in the budget 
for 1953? 

Secretary Loverr. It is called public works. I never really under- 
stood why, Senator McClellan. 

Senator McCuie..an. Does that include the bases that you are 
building around the world? 

Secretary Loverr. Yes, sir. 

Senator McCie..an. That is what you term “public works” in this 
bill? 

Secretary Loverr. Yes, sir. It is military construction, bases, stor- 
age plants, ammunition depots, and so forth, not only in the zone of 
the interior, but in overseas areas. 

Senator McCieuian. It is all-inclusive of the facilities you are con- 
structing here on the mainland and bases that you are also constructing 
overseas ¢ 

Secretary Loverr. That is right. 

Senator McCie.t.an. It does not include, however, civil functions, 
rivers and harbors ? 

Secretary Loverr. No, sir. 

Senator Young. It includes hospitals, does it not ? 

Secretary Loverr. Only military hospitals. It is a very confusing 
title, I quite agree. It is military construction. 


o NAVAL VESSELS 


Senator O’Manonry. Now, then, your original statement showed 
that in June 1950, the Navy had 238 vessels, that by January 1, 1952, 
it had 400 combatant vessels, and you were talking about a goal of 408 
combatant vessels with 16 carrier air groups for the Navy, together 
with a goal of 3 full Marine divisions and 3 air wings. Now, what 
sort of service does that contemplate, 400 combatant vessels? Where 
will they be stationed / 
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Secretary Loverr. They will be deployed around the world, For 
example, there will be the Sixth Fleet in the eastern Mediterranean, 
and hon is the Seventh Fleet in the Far East. They will beso placed 
as to permit the Navy to perform one of its first functions, which is to 
maintain and protect a line of communications, as well as to defend 
themselves. That, of course, includes the Air arm as well as the sur- 
face and underseas Navy. 

The disposition, of course, can be fluid, but their strength represents 
in their judgment, and in the judgment of the Joint Chiefs of Staff, 
a minimum force in order to perform the missions assigned. 

I think, Mr. Chairman, it might be well to emphasize here again 
what we have discussed in the public hearings, and that is that the 
forces envisaged, Army, Navy, and Air, are minimum forces, in the 
estimation of the military advisers. They are a force to act as a 
deterrent and form the basis for a rapid expansion. ‘They are not a 
force to insure victory if war starts. Iam sure the committee is aware 
of that. 

Senator O’Manoney. I think that that is clearly understood. 

Secretary Loverr. I did want to identify the fact because it is 
manifestly under anything that is needed if World War III came 
about, or, in my opinion, if the area of conflict were materially en- 
larged geographically anywhere. 

Senator O’Manonry. As I said at one of the open hearings, this 
budget seems to be based upon the assumption that Russia will not 
make an attack upon the United States before 1954 or 1955, if then. 

So, the question which must be decided, which you gentlemen have 
e:deavored to decide in submitting this budget to us, is to what extent 
the economy of the United States can carry a burden of this kind 
over a period of years under deficit conditions, because obviously the 
budget which you asked, which involves, as you testified the other 
day, $60 billion expenditures for 1953 for the Department of Defense 
and may carry end items 

Secretary Loverr. Including military assistance. 





MILITARY REQUIREMENTS AND THE NATIONAL ECONOMY 


Senator O’Manonry. Yes, military end items for foreign assist- 
ance. 

Secretary Loverr. Yes. 

Senator O’Manonery. And the total expenditure of $85 billion for 
the 18 months constitutes a pretty heavy drain upon the raw materials 
which we have and the revenue which we are likely to be able to derive. 

Secretary Loverr. The cost is very high, Mr. Chairman. I think 
that the proportion of the budget which our military now represents, 
of course, invites attention to it as it properly should. But the ratio 
of take-out of gross national product is not insupportable, if it con- 
tinues, in my opinion, for a short period of time. 

One of the directives given the Department of Defense is for us to 
try to produce a military establishment which could be maintained 
over a period of time, that time being indefinite—a matter of indi- 
vidual judgment—and to try to rebuild the military structure in such 
a fashion as to not do permanent damage to our economy, because the 
defense of this country rests, as a milking stool does, on three legs; we 
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must have economic strength, we must have social stability, and we 
must have military strength. 

Senator O’Manonry. I think you have stated that very, very clearly, 
in your original presentation. You said: ’ 
First of all, the three military departments recognize and fully accept the fact 
that the essential foundation of our entire military structure is a sound, vital, 


and progressive economy. We cannot have security against an external enemy 
over any extended peried of time if our national economy is not in itself healthy. 


Thert again you said a little later on: 


We have tried to bear in mind that in preparation against the dangers of a hot 
war, we must not be trapped by our own efforts, into losing the cold one. 


Frankly, Mr. Secretary, what bothers me—because I am not only 
sitting on this committee, dealing with this appropriation, but on the 
Joint Economie Committee—is the great danger that Soviet Russia 
may be trying precisely to do this very thing, of taxing us into losing 
the cold war oy piling deficits upon the already tremendous national 
debt, which we have now. 

Secretary Loverr. May I speak to that point, Mr. Chairman, because 
I feel deeply about it? And, in order to do so I have to revert to my 
civilian status. 

Senator O’Manoney. I think it is a very good status to which to 
revert. 

Secretary Loverr. It is one for which I long. 

The reason I mentioned the attitude of the Department was to try 
to make it perfectly clear that the three departments do not, and in 
my opinion should not, be the ultimate arbiter of what the national 
economy can stand. You would then have something which raised 
the military judgment too high, because what we state is a military 
requirement. 

Now, the fitting of that into the broad economy of the country 
requires a number of other and, perhaps, wiser heads. That is the 
way we approach it this time. The decision to come up for this 
budget was not a unilateral one; it was taken, as I said in the earlier 
statement, as a calculated risk by the executive branch, to recommend 
to the Congress who must also see the risk, and make a calculation on it. 

Chairman McKetiar. Mr. Secretary, I will have to go, but, before 
leaving, I would like to ask one question, if the chairman would permit. 

Do you not think it is a mighty good plan, having beer a successful 
businessman all your life, to live within your means, Government or 
individual ? 

Secretary Loverr. I do, Senator McKellar, but I also recognize in 
my own past, that there are occasions when through emergencies, such 
as sickness or death in the family, it was necessary for 1 year or 2 years, 
perhaps, to go beyond your income and get into capital. I would say 
that isa uoirpardble situation between the individual and the Govern- 
ment today. 

Chairman McKetuar. I was very much impressed with the state- 
ment made by another witness the other day, in which he said that 
Great Britain now keeps her budget balanced between outgo and _ in- 
come. It isa mighty fine idea. 

Secretary Loverr. It is a fine idea, Senator McKellar, but I believe 
you were misinformed. You asked me to get the details of that for 
the record in the public hearing, and I have done so. 

The United Kingdom is operating at a deficit. 
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Chairman McKetxar. It is operating now at a deficit ? 

Secretary Loverr. Yes, sir. 

Chairman McKe.xar. If you have those figures, I should like to 
have them. 

Secretary Loverr. They are now in the official record. 

(See p. 22.) 


MILITARY PAY INCREASE 


Senator McCuetian. Mr. Secretary, I understood you to say that 
in this $52,000,000,000 budget that you have now, the increase in pay 
is included ? 

Secretary Loverr. That is right, sir. There is $1,000,000,000 set 
aside. The actual estimates are on the order of $832,000,000. 

Senator McCrectan. You have allowed $1,000,000,000 ? 

Secretary Loverr. That is right. 

‘Senator McCrettan. That is on the basis of the pending bill, is it ? 

Secretary Loverr. Yes, sir. 

Now, to pick up the broader question, Mr. Chairman, and the com- 

arison with the desire of the Soviets, which was clearly stated by 
Stalin under the Lenin doctrine, that one way to destroy the rest of 
the world is to drive the capitalistic economy into decay, it seems to me 
that a part of the problem which you gentlemen face today is, 
to some extent, a problem of accounting, something which I have al- 
ways been deeply involved in. While I can see the justification for 
dealing with current governmental expenses out of current Govern- 
ment income, I find it hard logically to accept the doctrine which 
ignores certain real capital assets of the Government. 

Let me see if I can state that by an example: 


CAPITAL INVESTMENT AMORTIZATION 


I do not understand why, when we build something like the Pen- 
tagon Building—regardless of the scorn which is occasionally heaped 
on it so it becomes an adjective rather than an asset-—I do not see why 
a building of that character which has a life of certainly 50 years, 
should be charged to the taxpayers in 1 year. No business would dream 
of doing that. 

Furthermore, I do not see why permanent installations, which have 
a constant annual use, should not be charged off over a period of years, 
amortized and taken care of by sinking funds with the user paying 
rent or its equivalent. In fact, if you puta price of $75,000,000 on the 
Pentagon and gave it a 50-year life, you have an annual charge-off in 
sinking fund which can easily be met, together with interest on that 
capital cost by funding. 

In fact I am not at all sure that private investors would not find 
that type of investment attractive. 

Let us move to another and perhaps less valid type of capital in- 
vestment. Let us take Anacostia Airfield and Bolling Airfield. 

As long ago as I can remember—and I started to fly 36 years ago— 
Anacostia was there. It will probably be there another 15 years, 
another 20 years, maybe longer. : 
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I find it hard to see from an accounting point of view why we have to 
soak the cost of that asset to this Government into one tax year, or, 
if you choose, into one generation. 

ow, I am told by budget officers—because I have debated this with 
them repeatedly—that the use of corporate accounting procedures 
in Government might be an inducement to get bigger budgets, be- 
cause the amount expended annually would be less. 

I find it very difficult to accept that as a good reason because that is 
so in ee? large business. I do.not see why, myself, when you buy a 
readily identifiable permanent asset, such as a building, you should 
put it all in 1 year. 

Another reason given is that each generation ought to pay for its 
own war, so to speak. Well, my answer to that is that no generation 
has done so, as far as I know, in this country. We are still paying the 
cost of World War I and we are paying the cost of World War II. So 
I am not very much impressed by that line of thought. 

I mention it to this committee at this time, this particular time, 
because you asked me last year, Mr. Chairman, about the difference in 
point of view between full obligational authority, partial obligational 
authority and the attitude taken by another body of this Congress 
toward the pay-as-you-go system of budgeting. 

I think that when we get into a situation where we can show a deficit 
one year and a surplus the next year simply by the alteration of a title 
in the total governmental budget, then accounting procedure flies out 
of the window. 

Senator O’Manoney. Mr. Secretary, I suppose your argument is 
very sound, so far as the Post Office Department is concerned, for 
example, and, so far as capital investment in flood control, or recla- 
mation, or vast puble works of that kind. But, I think the argu- 
ment is a little bit different when it comes to the expenditure on mili- 
tary construction. I think you pointed out the difference yourself in 
response to Senator McClellan’s question, when you emphasized the 
fact that the appropriation for public works in this military bill is a 
misnomer, it is military construction. 

Secretary Loverr. That is correct. 

Senator O’Manoney. And military construction, we hope, is not to 
be a permanent asset of the Nation. We want to get away from this. 

Secretary Loverr. That is a matter of judgment, sir. If you think 
back in our entire history, we have had from the quarantine base area 
in the port of New York, to Fort. Totten, to Fort Monroe, to’ Fort 
Meade—all over the country, you have had permanent military con- 
struction, which, so far as I know, will be permanent as long as human 
beings fight. 

Senator O’Manoney. I think the time is about here when we have 
to stop fighting, or we are not going to be able to build public works 
of any kind. 

But let me just lift the basis of the discussion to the discussion 
raised by Senator McKellar before he left, about the discussing of 
bases abroad. 
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CONSTRUCTION OF AIR BASES IN FRENCH MOROCCO 


In the New York Times of yesterday, there was an article from 
French Morocco by C. L. Sulzberger, which opened with this 
paragraph: 

Although the United States, through its agreement with France, making pos- 
sible the construction of strategic air bases in Morocco, has obtained a great 


military asset in this protectorate, it simultaneously has acquired a morass of 
diplomatic problems. 


And then a little bit later appears this statement : 
The agreement was made by Washington with Paris. The Sultan— 
that is, the Sultan of Moroceo— 


was never consulted and, in fact, has never been informed officially by the 
United States that the bases are being built. For that reason he politely re- 
fused the invitation of Gen. Lauris Norstad, chief of the United States Air Force 
in Europe, to visit them. 

Senator Corpon. A little further on it indicates that the plan is to 
turn over all the assets to France in the end, gratis. 

Senator McCietian. That is what I am concerned about. We are 
building these things over there, and when we move out, they belong 
to the other countries. 

Secretary Loverr. I think the Secretary of the Air Force can deal 
with that later in more detail. 

Senator O’Manoney. I cite it merely to point out that a good part 
of these military expenditures even for public works like the Penta- 
gon, cannot be regarded by the Appropriations Committees of the 
Congress -as falling into the same category as the other kind. 

Secretary Loverr. I fully agree, sir, but I suggest that that type of 
problem does not differ greatly, for example, from the problem faced 
by the International Telephone and Telegraph Corp. or American 
automotive companies that have foreign plants. ose properties 
obviously have to be treated differently from the properties at home. 
They have to be either amortized more rapidly or they have to be 
written off completely. 

Senator O’Manonry. You see what bothers me, Mr. Secretary, is 
the question, on which you apparently agree, that the Soviets believe 
that our economic front is our weakest front, and they may be mak- 
ing their attack upon that front in the belief they can wreck the 
economy by driving us into deficit spending. 

Now the story which is represented by the problem in Morocco, 
where we are dealing not with the Sultan of a native population 
or with his government, but dealing with a colonial regime, raises 
the question as to whether or not expenditures of that type help us, 
in the last analysis, in fighting the Communist threat. 

Secretary Lovett. In the first place, I do not believe that Mr. 
Sulzberger correctly states the facts. It is, of course, a situation 
that is in great ferment at the moment. But, regardless of the facts, 
Mr. Chairman, that would be the kind of investment which you prob- 
ably would not consider a permanent asset. It is one which you would 
charge off in the year. Accounting procedure can very well, in cer- 
tain circumstances, cause the books to reflect a deficit. It is not an 
exact science. What I am trying to say is that the word “deficit” is 
a bad word. 
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Senator O’Maunoney. Yes; it is. 

Secretary Lovett. And very —— the use of that word “def- 
icit” obseures the full story and it would be our hope at this time to 
bring out the full story of what is acquired, actually, by the expendi- 
ture of certain parts of these funds. If we get a plant in some part 
of this country equipped and tooled up and then close the plant and 
put the tools in storage and take good care of them, that is an asset 
with a life of certainly 25 years, for general purpose tools. 

The proof of it is that we have dragged out tools from storage and 
put them to use and that has really been the thing which has saved 
us in this aecelerated program. 

Senator O’ManoneEy. When this bill is presented to the Congress 
for approval, it will have to be presented in such form that the public, 
as fe as the Congress, can see at a glance what it means. 

When we take into consideration that there are pending in both 
Houses bills which have the object of restraining expenditures during 
fiscal 1953 to the amount of the estimated amount of revenue $71,000,- 
000,000, which, curiously enough was the original request of the 
Defense Establishment alone, it becomes perfectly apparent what a 
dilemma this committee is going to be in. 


EUROPEAN ECONOMY 


Senator Youna. Is it not a fact that the economies of the major 
countries of Western Europe, notably France and England, are tot- 
tering economically, and as a result, they are lagging in their military 
program ¢ 

Is this not apt to put an even far greater strain on our economy 
in the future? It looked a while back like they might be able to do 
something on their own. It seems to me that this is something we 
are going to have to consider in our long-range planning on what we 
can afford to do by way of military programs here at home. 

Secretary Loverr. Senator Young, it is a fact that in the case of 
France, for example, their economy currently is in bad shape. It is 
similarly a fact that British finances are in bad shape. She has faced 
something in the order of a run on a bank. Her gold reserves have 
come down about $1,500,000,000 in the last half of the year. So that 
instead of having approximately $2,300,000,000 of gold reserves, she 
has something like $1,500,000,000 or $1,600,000,000—I am not sure of 
the exact figures. The question as to whether their economic situation 
throws an added strain on us is a question from a military point of 
view, Senator Young, that depends on whether we are going to insist 
that our aid to Western Europe should supplement and not replace 
their own efforts. 

Now, I cannot see a situation in which, in military end-item aid, 
we should go beyond supplementing their efforts. That was the basis 
of ECA. Obviously, if their economy is in bad shape—and Britain 
is doing a good job on military production, within the Jimits of the 
capability of buying the raw materials—then I think w&must antici- 
pate that they will do, in effect, what we are doing, that is, stretch it out 
over a period of time. That, incidentally, is precisely what Mr. 
Churchill said to the House of Parliament, that they could not stand, 
as I recall it, their $14,000,000,000 program in the 3 years; they would 
have to stretch it out further. 
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France will have to do the same, and she is in a worse position than 
Britain by far, although basically more wealthy. One thing which 
aggravates her problem is the large expenditure in Indochina. If 
she were not spending that billion dollars in Indochina she would be 
able to transfer that in her expenses and spend more for the defense 
of Western Europe. 

Senator Youna. If they were able to build up that defense, it 
would lessen our expenses here in the United States. 

Secretary Loverr. That is correct, sir. 

Senator Corpon. I am bothered, Mr. Chairman, in fact, I am 
frightened. I would like to ask the Secretary whether his view of 
the analogy between military construction expenses as a capital in- 
vestment, with capital expenditures in the private economy of this 
country, had any bearing in his conclusion that we can afford this 
budget / 

Secretary Loverr. No, sir; not at all. 

Senator Corvon. I would be frightened if it did. 

Secretary Loverr. No, sir; I have to accept the budget practice of 
the Government as it is, not as what a theoretical discussion thinks it 
ought to be. 

Senator Corpon. When you make a capital investment in a private 
economy, you make it only when you have reasonable grounds to be- 
lieve that it itself will retire itself, by what it produces. When you 
make it with respect to Government, it becomes an incubus, an Old 
Man of the Sea, based upon what the people must produce and can 
never retire itself. 

Secretary Loverr. Except insofar as the effect upon the annual 
expenditures, Senator Cordon. 

Let me try to clarify one point. I do not suggest that this budget 
has very many of those items in it because it would be a rare item 
such as we will say a Pentagon, a post office building, or that sort 
of thing, which might be treated in a corporate sense of accounting. 

Our approach to this pays no attention to that. That is why I asked 
the chairman to release me as a member of the Government, momen- 
tarily, and let me talk about it as a theoretical problem. 

The only correct analogy that I know of in justification of any 
military budget, Senator Cordon, lies in what most individuals en- 
counter in their own life; that is, the purchase of insurance and the 
means of self-defense. 

Senator Corpon. I think that is a proper analogy, and seemingly 
the only one. 

Secretary Loverr. It seems to me the only sound one. 


FOREIGN ECONOMIC AND MILITARY AID 


Senator O’Manonery. The question that Senator Young asked about 
the stability of the countries of Western Europe, it seems to me, raises 
the fundamental issue. There is no doubt that Britain and France 
areinabad Way. There isno doubt that Italy isina bad way. There 
is no doubt that Germany is in a terribly bad way, even the western 
portion of Germany, although, of course, it is better than it-was. 

Now these countries are in a ferment economically, physically as 
well as military. That is why we have the great threat of com- 
munism in Italy. It may overthrow the conservative government at 
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any time. That is why we have the great threat in France. There is 
a strong Communist Party: which has been temporarily, at least, driven 
back by reason of the economic aid given through the Marshall plan, 
which Sen sort of buttressed the economy for awhile, at least. 

The same thing has happened in Great Britain, but there is still a 
very substantial movement, particularly that led by Aneurin Bevan, 
which would repudiate all military expenditures. 

Now, with those facts in mind we have been proceeding upon the 
theory that without our economic and military aid all of Western 
Europe will fall to the Communists. I think it probably would. 

The question therefore follows: What are we going to do about it, 
and why and how? 

The Communists have told us in their books, as the Secretary has 
correctly stated, that the best way to destroy the capitalistic world is to 
destroy the capitalistic economy. They have followed that theory. 
Wherever they have acted they have followed, for example, two abso- 
lutely contrary fiscal policies, in the countries which they were trying 
to overthrow and in the countries which they have gained. 

Now, if we believe, therefore, what the Communists say, that they 
are engaged in world revolution to overthrow the capitalistic system, 
then we must believe that this cold war is the war, it is an economic 
war, and if it be true, as we must all acknowledge, that the nations 
of Western Europe, the nations which we have been traditionally ready 
to call strong world powers, are trembling upon the brink of fiscal 
collapse, it becomes more important to see that the economy of the 
United States be preserved. 


MILITARY BUDGET REDUCTIONS 


If that be the fact, then, as I look at this budget, the only way that 
we can avoid a deficit is by making a substantial cut on the military 
or on the so-called national security side of the budget, because the 
expenditures for 1953, as set forth in the budget, when one adds up 
the amount set down for the three armed services, for international 
security and foreign relations, the development of controls for atomic 
energy, the promotion of that part of the merchant marine which is 
intended for military purposes, and the major defense programs, in- 
cluding interest on the public debt, and veterans’ services and benefits, 
we have 88.4 percent of the $85.4 billion budget that was sent up to us. 

The Defense Department showed an awareness of this when it cut 
$16,000,000,000. It was doing that in order to prevent an undue 
strain upon the economy. 

The White House showed an awareness of that when it cut the ad- 
ditional $3,000,000,000. Our trouble arises from the fact, Mr. Secre- 
tary, that you testified to us the other day that you were very fearful 
that these cuts they have made may have entered the muscle. 

Secretary Loverr. That is correct, Mr. Chairman, I do worry about 
that. 

Senator O’Manonry. I do, too. I cannot, therefore, ask you what 
other cuts would you recommend to this committee, because you say 
you have already cut into the muscle. 

Secretary Lover. If I knew any cuts, Mr. Chairman, which could 
be made logically and without doing positive damage, I assure you 
T would try to do it, and my colleagues are of the same mind. There 
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is no difference of opinion between us. We work more or less as a 
partnership would in approaching this problem of national defense. 
I think of all the things which trouble you and this committee, the 
deficit troubles me the least, because, taking what you said earlier as 
a reliable judgment on the intentions of the Congress, the route of 
using the tax to reduce the deficit would under no circumstances re- 
move the deficit, there would still be some left, so we are talking really 
of a deficit of some order of magnitude less that the $14-plus billion. 
rater it is $5 billion or $14 billion, we will, I suspect, still have a 
deficit. 

As compared to the problem facing you gentlemen, because you 
have the whole Government to look at instead of just this one agency, 
I would be prepared in reliance on the elasticity of our economy, to 
accept a deficit at this particular time, in order to get over the hump 
of production and initial preparedness. 

I would look for my savings to come at the level-off period which 
could, perhaps, be accelerated. 

Senator O’Manongy. When Churchill was here, if I remember 
correctly, he indicated that the British Government wanted to be 
advised in advance before any of the air bases to be built or now in 
construction in Great Britain should be used for the launching of 
atomic attack. The same fears are entertained by other people, and we 
have this curious situation in Morocco where the political situation, be- 
cause of native unrest, is so acute that there is a possibility that the 
money we spend on bases there may prove not to be militarily advan- 
tageous in the last analysis. 

I wonder if Secretary Finletter would care to make any comment 
about that now? 

Secretary Finterrer. With specific reference to the Morocco bases? 

Senator O’Manoney. Yes. 

Secretary Frxuerrer. The theory of the effort in approaching the 
question of the bases abroad is that the Air Force base structure is, 
in general, the weakest aspect. 

As far as the strategic operation is concerned, I would like to 
speak off the record. 

(Discussion off the record.) 


PERCENTAGE OF BUDGET FOR PROCUREMENT 


Senator O’Manoney. Last year, when the military bill was com- 
pleted, the final figures showed that the moneys for procurement con- 
stituted about 50 percent of the total figure in the appropriation. 
What is it now in this budget ? 

Secretary Loverr. The total of the military departments and mu- 
tual security assistance? 

Senator O’Manonry. How much of the military department’s ap- 
propriation is for procurement ? 

Secretary Loverr. If you mean title III items, in the case of the 
Air Force it is around 58 percent. In the case of the Navy is is ap- 
proximately 50 percent, between 45 and 50 percent. In the case of 
the Army now it is approximately 25 percent, but because of their 
large maintenance and operations, it would perhaps be between 25 
and 30 percent. 
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Senator O’Manoney. You are running somewhat lower? 

Secretary Loverr. And they have a lot of military assistance items. 
I should say it is something over 50 percent, if you include MSA. 

Senator O’Manoney. When you include procurement for mainte- 
nance, it runs considerably above, does it not? 

Secretary Loverr. Yes, sir; it does. 

Senator O’Manoney. Will you have a table prepared, to be in- 
serted in the record? 

Secretary Loverr. We have a table for the record. 

Senator O’Manonry. All right; it will be presented and we will 
have it included. 

(The table referred to follows :) 
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TWO-YEAR APPROPRIATIONS 


Senator O’Manoney. The other question I want to ask is: What 
proportion of the production lines which were planned a year ago 
and for which we made appropriations, to be sy PET over a period 
of 2 years, will be finished within that period under this budget? 

Secretary Loverr. We have to get that for the record, Mr. Chair- 
man. 

(The information referred to was furnished to the committee. ) 


MODIFICATION OF PROCUREMENT PROGRAM 


Senator O’Manoney. Has the stretch-out affected construction as 
well as deliveries of end items? 

Secretary Lovett. No, sir; not noticeably. 

Senator O’Manoney. It has not noticeably affected construction? 

Secretary Loverr. No, sir; not facilities construction. 

Senator O’Manoney. So the cut-back here represents a cut-back in 
deliveries ? 

Secretary Loverr. For the most part, in deliveries; that is right. 

Senator O’Manoney. If you will clear that up, so we will know 
what the most part is, ay eaialnts I will appreciate it. 

Secretary Loverr. Yes, sir. 

Senator O’Manoney. Now, in your reduction which was made by 
the Defense Department, when you cut the Army from $20.4 billion 
to $15.5 billion, were you cutting out any weapons? 

Secretary Loverr. There was a stretch-out in the tank program, as 
I recall it. The end total didn’t change, but the dates of delivery did. 

Secretary Pace. What we did in all cases of procurement in the 
Army was to stretch out our total procurement of all hard items. 


TANK PROCUREMENT 


For instance, in the 1953 budget there will be no procurement re- 
quirements for medium tanks. 

Senator O’Manoney. Last year, you will remember, for example, 
we cut out of the budget a man-carrying tank which was originally 
estimated. 

Secretary Pace. There was an armored personnel vehicle. 

Senator O’Manonry. Have you made any similar modifications 
this time along that pattern ? 

Secretary Pace. As I understand it, there is no provision in 1953 
for the armored personnel carrier. 

Senator O’Manonery. You misunderstand me. Has your analysi 
of the type of matériel which the military has requested posse’ 4 
far as to say that now such and such a weapon we do not think we will 
need and we will not provide for that? 

Secretary Pace. No, sir; not from an Army point of view. Our 
program as of now—with the exception of a number of minor items, 
from a major point of view, is not varied in terms of the program we 
brought to you originally before the committee, that we planned to 
carry out. : 

Secretary Loverr. I think the action taken becomes clearer if you 
consider, just as a hypothetical example, a planned production rate 





as 














DEPARTMENT OF DEFENSE APPROPRIATIONS, 1953 169 


of 700 tanks a month. Under the stretch-out those facilities are still 
producing tanks, but at the rate of 500 instead of 700. 

Senator O’Manonry. I realize that—you have made it clear. In 
the judgment of Secretary Pace and yourself, I want to find out 
whether the Army has funds in here for traditional or conventional 
weapons which may not actually be needed, and which we can cut out. 

Secretary Pace. The answer to that is “No.” 

Secretary Loverr. I think we cut most of that out last year. 

(Discussion off the record.) 

aera O’Manonry. I would ask this question with reference to 
the Navy. 

Mr. Fionerc. The same answer applies to the Navy. There is noth- 
ing in this budget that will not be usable for a great number of years 
to come. 

Senator O’Manonery. I hardly need to ask that with respect to the 
Air Force. 

Secretary Frnterrer. It is not necessary to ask that, Senator, but 
your question did go a little further than that, if I remember. You 
asked Secretary Lovett what were some of the major reductions in 
coming down from the $71 billion figure. 


RESERVE AIR FORCE 


There is one I would ‘like to mention for the Air Force, and that 
is the question of reserve aircraft, reserve crews for combat attrition. 

Quite obviously, when a force starts fighting, let us take the Stra- 
tegic Air Command, for example, they take losses when they get in 
combat, losses of crews and aircraft. 

If you want to keep that force at fighting level, you have to pro- 
vide a very substantial number of planes and crews to take care of 
combat attrition. 

Senator O’Manonry. You suffered a cut-back in the Department 
of $5.7 billion ¢ 

Secretary Loverr. Yes, sir. 

Senator O’Manonry. What did that include? 

Secretary Loverr. I think the largest item was over 3,000 reserve 
aircraft, which would sit on their tailwheels in the various spots 
around the country, becoming obsolete. 

Secretary Finterrer. In other words, reserves for combat attrition. 

Senator O’Manonry. Are those types of airplanes which are being 
built upon the new production lines, the ones for which we appro- 
priated last year ? 

Secretary Frnuerrer. Had they existed, they should have been, but 
they did not exist. They are eliminated from this budget. 

ecretary Loverr. We will therefore have to live off the production 
line in both pilots, crews, and aircraft. 

Senator O’Manonry. The introduction of the word “obsoleting” 
raises the difficulty in my mind. 

You have a production line which is capable of producing X type 
of airplanes. You have recommended to this committee and the Con- 
gress has approved funds to construct the man-production line 
capable of turning out that plane. 

Recreteay Lovett. That is right. 
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Senator O’Manoney. Now we have cut the deliveries back by reason 
of our desire not to stockpile a plane until it is needed; but if it is 
obsoleting, except in a general sense, then the planes which will come, 
in case of emergency, in the same production line, will also be obso- 
leting, unless you have made changes in the production line, in the tools 
and in the planes. 

Secretary Loverr. No, Mr. Chairman; because if you have a moving 
line in production you can put your modifications in. 

Discussion off the record.) 
nator O’Manonry. This will conclude the hearing for today. 

I should like to say, Mr. Secretary, that I think it would be helpful 
to the committee if you were to ask Mr. McNeil, who is the Comptroller 
of the Department of Defense, to get the proper officials from the 
three fighting services, and at the call of the Chair, prepare to tell 
the committee in detail the steps which are taken, the accounting 
steps which are taken by the Comptroller’s office, to supervise the ex- 
penditure of the funds which we appropriate, it would be most helpful. 

I think after we have done that, then it will be possible for us, at 
the appropriate time, to go into the consideration of the details and 
justifications. 

Secretary Loverr. Very well, Mr. Chairman. 

Senator O’Manoney. I am very grateful to you, sir, for your ap- 
pearance here this morning. 

(Whereupon, at 1:25 p. m., Monday, February 11, 1952, the com- 
mittee recessed, subject to the call of the Chair. The committee was 
called to reconvene at 10:30 a. m. Monday, March 3, 1952.) 





